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CONFIDENTIAL TOKYO 3456 

E. 0.11652: GDS 
TAGS: ENRG, JA, SA, KU 

SUBJ: ARABIAN OIL COMPANY AND PARTICIPATION OP SAUDI 
ARABIA AND KUWAIT 

REP: TOKYO 2588 

SUMMARY: ARABIAN OIL COMPANY ( AOC) VICE PRESIDENT 
RECENTLY VISITED SAUDI ARABIA AND KUWAIT IN ATTEMPT 
DETERMINE THESE INTENTIONS RE PARTICIPATION IN AOC. 
BECAUSE LITTLE INFO FORTHCOMING, HE WILL RETURN TO 
MIDDLE EAST LATER THIS SPRING, AOC CONCERNED ABOUT 
POSSIBLE REDUCTION IN QUANTITY OP MARKETABLE CRUDE AND 
IS ATTEMPTING SECURE PARTICIPATION CRUDE TO CONTINUE TO 
SUPPLY ITS MARKET IN JAPAN. ALSO CONCERNED THAT 
SAUDI PARTICIPATION DEMANDS MIGHT BE " EXORBITANT." END 
SUMMARY. 

CONFIDENTIAL 
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1. TOEQIYUKI MIYAUCHI, VICE PRESIDENT, ARABI, OIL 
COMPANY ( AOC), RECENTLY VISITED SAUDI ARABIA AND 
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KUWAIT TO DISCUSS THOSE COUNTRIES' DESIRES RE PARTICI- 
PATION IN AOC. SOICHITSUGE, COORDINATOR, PRESIDENT'S 
OFEICE, AND, UNTIL 1972, HEAD OF AOC OEFICE IN SAUDI 
ARABIA, ACCOMPANIED MIYAUCHI. 

2. ACCORDING TSUGE, LITTLE INFO WAS OBTAINED RE 
KUWAITI AND SAUDI PLANS 

INCREASE PARTICIPATION IN 

AOC. AOC REPS WILL RETURN TO KUWAIT IN APRIL EOR 

PRELIMINARY BILATERAL DISCUSSIONS. SAUDIS NOT PRE- 
PARED DISCUSS MATTER UNTIL EINAL PARTICIPATION AR- 
RANGEMENTS COMPLETED WITH MAJORS ( PROBABLY BY 
THIS SUMMER). AOC REPS WILL RETURN TO SAUDI ARABI 
IN MAY IN FURTHER ATEMPT DETERMINE SAUDI THINKING. 

3. SAUDI AND KUWAITI GOVERNMENTS EACH OWN 10 PER CENT 
OF AOC. TSUGE BELIEVES THEY WILL SEEK ADDITIONAL 

25 PER CENT SHARE MARKET TO COMBINED TOTAL OF 45 PER 
CENT) AS A STARTER. THUS, AOC WOULD EXPECT IN MEDIUM TERM 

ROSE ABOUT HALF ITS PRESENT SHARE OF MARKETABLE CRUDE. 

UNDER SUCH CIRCUMSTANCES, AOC WOULD ATTEMPT PURCHASE KUWAITI 
AND, MORE IMPORTANTLY, SAUDI PARTICIPATION CRUDE TO MAINTAIN 
SUPPLIES TO ITS MARKETS IN JAPAN. 

HOWEVER, TSUGE VIEWS JAPANESE POSITION RE PURCHASE 
SAUDI PARTICIPATION CRUDE AS QTE VERY WEAK UNQTE. ONE 
REASON IS NUMBER OE BARRIERS TO SAUDI INVESTMENT IN 
JAPAN, ESPECIALLY IN DOWNSTREAM ACTIVITIES. ( HE WAS 
NOT SANGUINE ABOUT POSSIBILITY OF A CHANGE IN JAPANESE 
RESTRICTIONS, ALTHOUGH AOC PRESENTLY INVESTIGATING 
POSSIBILITIES OF SAUDI INVESTMENT HERE.) SECOND REASON 

HE SAID, IS SAUDI MISTRUST OF JAPANESE AS RESULT OF 
BROKEN PROMISES OF FIRST NAKAYAMA ECONOMIC MISSION TO 
MIDDLE EAST IN EARLY 1971, WHEN, AFTER MISSION PROMISED 
LARGE- SCALE ECONOMIC AND TECHNICAL ASSISTANCE TO 
CONEIDENTIAL 
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SAUDI ARABIA, GOJ TAILED TO CONCLUDE AN AGREEMENT. ( NOTE: 

SECOND NAKAYAMA MISSION, PLANNED FOR MARCH 1973, WAS CANCELLED 
AS REPORTED REFTEL,) 

5. IN MORE GENERAL SENSE, TSUGE EXPRESSED CONCERN THAT 
BECAUSE AOC REPRESENTS A RELATIVELY INSIGNIFICIENT 

PORTION OF SAUDI CRUDE PRODDUCTION, YVANI MIGHT MAKE 
EXORBITANT PARTICIPATION DEMANDS AS AN EXAMPLE TO 
MAJORS AND IN ATTEMPT TO ASSUAGE MORE RADICAL ELEMENTS 
IN OPEC. 
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6. DESPITE DIEFICULTIES ENVISAGED WITH SAUDIS, TSUGE 
BELIEVES THAT AMONG JAPANESE GROUPS SEEKING SAUDI 
PARTICIPATION POUDE, AOC HAS BEST CHANCE OF SUCCESS 
BECAUSE OF ITS 15 YEAR RELATIONSHIP WITH SAUDIS. 
INGERSOLL 

CONEIDENTIAL 
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